This study examines the relationship between the ownership structure and performance of 31 firms listed on the Palestine Stock Exchange (PS) during the period of 2008-2012. The results reveal that ownership concentration to be significantly negative related with performance of firms (Tobin's Q and ROA), while the insider ownership (executive management and directors of board) found to have significant positive relation with firm's performance (Tobin's Q and ROA). The findings supported the prediction of alignment hypothesis (aligning interests between manager and shareholders), and the results provided evidence for negative effect of ownership concentration which could be considered support for entrenchment hypothesis.
Introduction
The forming of ownership structure differs among countries. Several of them are widely held, while others are in the hands of large stockholders. Generally, dispersion of ownership structure is popular in the United States (Berle & Means, 1932) . However, companies that exist outside of those countries are characterized by ownership concentration, with the dominant shareholding of one stockholder or group of equity holders. For instance, La Porta, Lopez-deSilanes & Shleifer (1999) indicated that concentration ownership exist in developed states, similar for European companies, Arab countries (Egypt, Jordan, Oman and Tunisia), and East Asian companies (Becht & Mayer, 2000; Omrana, Bolbol & Fatheldin, 2008; . In the context of Palestine, Naser and Said (2009) and Ahmad (2010) showed that ownership structure is concentrated, For example, Ahmad (2010, p. 61) reported that inside ownership by managers and members of board diverge between 54% for foreign banks and 22% for national banks, while 29% of national banks are owned by families and 25% of foreign banks are owned by families. Shleifer and Vishny (1986) argued that large stockholders may bring a positive effect to the firm's value due their role that they play in oversight management. They could exercise pressure on a corporation in order to adopt policies that alleviate private benefits of company managers. Amihud and Lev (1981) indicate that managers' works in a corporation with large stockholders are less likely to invest in non-related mergers or acquisitions (opportunistic activities). On the other hand, large shareholders obtain benefits from their control of the decisions of management (Claessens, Fan, & Lang, 2002) . Several benefits are obtained through forcing a firm to adopt policies that benefit them at the account of small shareholders, such as tunnel resource of firms to their firms, particularly when they control the firm in the form of a Pyramid structure, or adopt dividend policies that benefit them only. According to Truong and Heaney (2007) , such behaviours raise a conflict between large shareholders and minority stockholders about resources of firms, which, in turn, reflects negatively on a firm's overall performance (La Porta et al., 1999) . different in a legal and regulatory approach from those in Western countries and the United States. Second, most extant studies in the context of Palestine focus on one aspect of ownership structure. Naser and Said (2009) examined only the effect of ownership concentration on the performance of a firm (measured by Q) .In addition, their study was conducted during a politically unstable period (2003) (2004) (2005) (2006) (Intifada Al-Aqsa) . However, the current study conducted in a semi-stable period (2008) (2009) (2010) (2011) (2012) in order to capture the effect of ownership structure only on a firm's performance, as unstable conditions many effect the performance of a company. A studies conducted by Daraghma and Alsinawi (2010) and Ahmad (2010) examined the effect of insider ownership, board size and board composition on the performance of a firm (measured by ROA).This study, however, only examines the effect of ownership structure (ownership concentration and insider ownership). Third, most of the studies conducted in Palestine used one of measures' performance. Naser and Said (2009) used Q, Ahmad (2010) and Daraghma and Alsinawi (2010) used ROA. In contrast, this study implemented both measures ROA, and Q. The ROA shows how profitability of firm relative to its total assets, and gives an indication of how the company is able to convert the invested capital into financial revenue. In addition, ROA is considered a pointer on the performance of a company's managers and is not affected by investors' psychology (investor's acumen, and optimism or pessimism). Thus, using ROA helps to understand how ownership structure affects the performance of internal management, as it measures what a management performed in reality, away from investors' psychology.
On the other side, Demsetz and Villalonga (2001) argued that market measure (Q) is buffeted by the psychology of investors regarding to predictions of events, including the results of current firm strategies. In the case of Palestine, employing both measures may be important, because a situation that is unstable (e.g. Political conditions) may affect the perception of investors in the market for coming events, which, in turn, reflects the proper price of shares, also that information disclosure and transparency in Palestinian firms are low (Abdelkarim & Alawneh, 2007) . Several researchers have used both measures when they examined the effect of ownership structure on a firm's performance, and the results were not very different (Haniffa & Hudaib 2006; Demsetz & Villalonga, 2001 ).
Literature Review and Hypotheses Development

Ownership Concentration
The literature of corporate governance provides no perfect answer to the benefit and costs of concentrated ownership. Several researchers have found a positive relation with a firm's performance (La Porta, López-de-Silanes, Shleifer, & Vishny, 2000) , while others indicated a negative relationship (Loderer & Martin, 1997) . Also, some found a curvilinear relation (Morck, Shleifer, & Vishny, 1988) . Theoretically compelling arguments can be provided in support of each result.
With the positive influence of concentrated ownership in a chosen number of countries around the world, widely holding ownership is the norm. This is particularly the situation in Anglo-Saxon states, including the US and UK (La Porta et al., 1999) . However, an important impairment of dispersed ownership is that it lacks both tools and incentives to treat managerial agency conflicts. In the presence of asymmetric information and unaligned interests between management and shareowners, problems linked with managerial opportunism such as a lack of effort, consuming resources, and empire building (Fama & Jensen, 1983; Jensen & Meckling, 1976) .
In countries with dispersed ownership in which owners are usually both uninterested and incapable to perform as efficient monitors of listed corporations, other primary mechanisms become important to control and maintain firms and ensure whether their management is under control, such as markets, equity capital, and executive talent (Gillan, 2006; Walsh & Seward, 1990) .
However, in places where such a market is underdeveloped, as is often the situation of Palestine, investors do not have an option but to consent their role as monitors of a company, in which they can only practice effectively through concentrating their shareholdings. Thus, concentrated ownership gives them both stronger motives to engage in governance, as well as tools to impact on management through threat of using their rights to vote on the decisions (David, Hitt, & Liang, 2007) . Hence, concentrated stockholders can catalyze or even force the firm's managers to act in their own interests. In addition to that, in less hostile places, large stockholders can also employ their enormous wealth and previous knowledge to improve administrative and organizational abilities (Carney & Gedajlovic, 2001) . Also, existence of large shareholders wealth can assist the company in times of crisis, such as dominant stockholders opt to transmit their own wealth into an ailing company. This is also known as "propping," and can assist the corporation to survive a temporal recession in performance, when owners of firms opt "to invest private cash today in order to preserve their options to expropriate and to obtain a legitimate share of profits tomorrow" (Friedman, Johnson, & Mitton, 2003, p. 734) . Shleifer and Vishny (1986) examine how the ownership in the hands of dominant stockholders creates the incentives for those to observe the firm's managers, which copes with the problem of free rider linked with widely held ownership, because the minority of stockholders do not have adequate motives to bear oversight costs for the benefit of other stockholders. Due to the strong observations of large stockholders, the interests of management and shareholders are better aligned towards the aim of creating stockholder value, which results in improving the company's overall performance. The market value of a corporation with a concentrated ownership has been documented to be higher than dispersed ownership. Claessens and Djankov (1999) points out that ownership concentration to a certain degree participates in increasing a firm's value. Due to the increased ownership concentration, fewer funds are wasted in non-worthy projects. Shleifer and Vishny (1986) argued that controlling stockholders has an important role in firms because of their role in oversight management, and this may have positive effects on value of stocks. Tsionas, Andreas and Merika (2012) point out a positive relationship between concentration ownership and the performance shipping industry in the US. Lambertides and Louka (2008) indicate a positive effect for ownership structure (foreign, managerial, investment firms and government) over performance in European stock exchanges. The findings are positive for a foreign ownership only, and they argue that this is because shareholding of foreign effective corporate governance.
A negative impact of concentrated ownership though largest stockholders has the power to entice managers to manage the company in their own interests, and these interests may not align with the interests of small stockholders. The scholars of corporate governance have conventionally concentrated on the results of interest variation between management and shareowners (Fama & Jensen, 1983; Jensen & Meckling, 1976) , but a more recent stream of scholars in corporate governance concentrates on attempts of dominant stockholders to expropriate rights of minority stockholders (Bae, Kang, & Kim, 2002; Bertrand, Mehta, & Mullainathan, 2002) . Generally, this phenomenon is known as "tunnelling" and is usually defined as the transport of resources out of firms for the interest of their dominant stockholders (La Porta et al. 2000) . There are many forms of tunnelling, including self-dealing or linked party transactions (Djankov et al., 2008) . Another form may be through increasing stocks through dilutive stock issues, and dominant stockholders and managers of a company can expropriate small stockholders through setting compensation at above the market level that are unjustified by performance or efforts (Cheung, Stouraitis, & Wong, 2005) . Haniffa and Hudaib (2006) , in the context of Malaysia, indicate that holding by the five largest shareholders is related negatively with firm performance. Demsetz and Villalonga (2001) , in the context of the US, point out a negative effect of that ownership concentration on performance for regulated and non-regulated. Naser and Said (2009) Jensen and Meckling (1976) and Fama and Jensen (1983) claim that managerial ownership can create two kinds of completely differentiated behaviour; alignment of interests with stockholders and the entrenchment effect. Jensen and Meckling (1976) argue that, as the managerial ownership increases, the propensity of managers to expend resources of a firm decreases, and thus, their interests and those of stockholders are converged. In this sense, agency conflicts between shareowners and management head for alignment of interests. They also argue that natural propensity of management to employ the resources of firms in their private interests decreased, which may not be in line with interests of outsiders of stockholders. They note that, with the increase of the manager's ownership, conflicts of interest between stockholders and management vanish due their aligned interests. However, Fama and Jensen (1983) and Demsetz (1983) indicate that significant proportion of managerial ownership beget the costs of compensation. Furthermore, they argue that, when the holding level of managers is low, the discipline of the market may encourage management to sought to value of maximization, in spite of a weak own motive to do so. On the contrary, when their stake is large and sufficient to provide them influence or voting power, they can attain their personal goals rather than the value maximization of the firm without compromising about their jobs or salaries. Maseda and Arosa (2011) found support for alignment effect in Spanish family firms (positive relation between managerial ownership and firm's performance). Haniffa and Hoodia (2006) , in the context of Malaysia, and Daraghma and Alsinawi (2010) and Ahmad (2010) in the context of Palestine, found a positive relation between managerial ownership and performance of firms . Demsetz Villalonga (2001) , on the sample of US firms for regulated and nonrelated firms, found a positive effect for insider ownership (managerial and directors' ownership) on performance of firm. Chena, Houb, and Lee (2012), in Taiwan, also found a positive effect for management ownership on performance (managers and directors holdings) in the hotel sector.
Managerial Ownership and Firm's Performance
The above discussion shows that an entrenchment effect is part of managerial shareholdings, which implies that too much holding of managers' ownership has a negative influence on a firm's performance. The entrenchment effect is on the grounds that concentrated shares that are in the hands of dominant stockholders create motives to exploit resources of the company for their interests at the expense of minority stockholders (Fama & Jensen, 1983; Morck et al., 1988; Shleifer & Vishny, 1997) . The presence of these two diverse influences for managerial ownership proposes that the relation is often nonlinear between shareholdings of management and performance of firms. Different studies and investigations have dealt with hypothesis of the entrenchment, despite the results being inconclusive (Morck et al., 1988; McConnell and Servaes, 1990; Leech & Leahy, 1994; Mudambi & Nicosia, 1998; Faccio & Lasfar, 1999; Lehmann & Weigand, 2000) . Chen et al. (2012) , in Taiwan, found a nonlinear relation between managerial ownership and performance of firms (managers and directors holdings) in the hotel sector. Maseda and Arosa (2011) found similar relations for Spanish family firms, with insider owners between a 35% and 70% of the performance fall and the entrenchment prevails, 0 to .35% of the alignment prevails. McConnell and Servaes (1990, 1995) found, in the US (they use two samples; one for 1976 and others for 1986), the effect is positive below 50% and then turns to a negative effect.
Development of Hypotheses
On the grounds of the former studies discussed above, the researchers test the following hypotheses to answer the question of what is the effect of ownership structure on the performance of Palestinian listed firms. Since, the ownership concentration and insider ownership direction of effects are inconclusive in light of the discussed theories, it is hypothesised as follows:
H1: There is a relation between ownership concentration and performance of Palestinian firms;
H2: There is a relation between insider ownership and performance of Palestinian firms.
Design of Research
Sample chosen
This study consists of all companies listed on exchange Palestine securities with data available on all ownership structure of firms and financial variables of interest from the years of 2008 to 2012. Following Demsetz and Villalonga (2001) , the researchers combine regulated and non-regulated firms in their sample. This study excluded only firms that hve missed data, and this had left them with a final sample of 31 firms out of 48. They transformed variables that have extreme values to reduce the potential effect of outliers on an estimate of coefficients (Tabachnick & Fidell, 1996) . Table 1 presents the selection measure, and Table 2 shows the distribution of sample companies according to sector classification. 
Specification of Model and Estimation
Several studies use accounting profit to gauge performance of firms, while others use market performance or
International Journal of Business and Management Vol. 9, No. 12; both. There are two aspects in which they differ. One of the aspects is a time perspective, for an accounting based is backward-looking, and for Q based is forward-looking, in trying to evaluate the impact of ownership structures on performance of firms. Measuring performance by accounting profit is constrained by accounting standards set. Market based is also constrained by investor's acumen and optimism (or pessimism). Accounting profit (ROA) is not affected by investors psychology and it only partly encompasses an estimate of the events of the future, particularly an estimation that puts on goodwill and depreciation. However, market measure (Q) is buffeted by the psychology of investors regarding predictions of events, including the results of current firm strategies (Demsetz & Villalonga, 2001) . For the used sample in this study, the researchers used both ROA, and Q to capture what investors allocate to a company's intangible assets (numerator in Q includes a market value of the firm).
The researchers regressed two proxies of performance on ownership elements. The first one is concentration ownership (who own more than 5%).The second one is insider ownership (shareholding of management and director of board), and this variable had helped the researchers to understand whether managers behave with interests of shareholders by work to maximize a firm's value.
Also, the researchers include other control variables in order to isolate their effect on performance of a firm, particularly ones that are related to the performance, such as: size of firm, leverage, and membership of industry (it is acknowledged that there are factors that may affect performance that cannot be controlled, but the researchers include most of the variables that may have an effect). Regarding the size of a firm, generally, large firms have better performance due to the fact that they are able to diversify their risks (Ghosh, 1998) . Moreover, large firms have more analysts monitoring their performance, and thus, they will be under pressure to work well. On the other side, small firms are more innovative, creative and alter more quickly to improve firm value (Hannan & Freeman, 1989) .
Leverage may play an important role in alleviating discretionary of managers over free cash flow and their motives to participate in less optimal activities (Jensen, 1986; Stulz, 1990) . Also, debt coerces management to expend fewer perquisites to avert bankruptcy, loss of control and loss of reputation (Grossman & Hart, 1982) . Besides, contracting of debt may lead to improve managerial performance and alleviated cost of external funds (John & Senbet, 1998) . On the other hand, debt can raise conflict of interest over risk and return between debt providers and stockholders. Stiglitz and Weiss (1981) argued that, when the ratio of debt is large and shareholders have a limited liability, this may encourage the company to take risky projects in order to increase return, which would damage debt providers. The findings of empirical studies indicate contradicting results.
McConnell and Servaes (1995), Short and Keasey (1999) and Weir and McKnigh (2002) all indicate a significant negative relation between leverage and performance. Hurdle (1974) , however, points out that debt positively effects profitability. Daraghma and Alsinawi (2010) did not find support for debt effect on performance as an external mechanism of monitoring in the context of Palestine, which could be due to the fact that long debt is less used in the country (Harasheh & Nijim, 2010) . In addition, there is no bond market. The researchers also include industry affiliations as a control variable (a value of one if the firms belong to regulated sectors, otherwise, a value of zero), because performance of firms may rely on the sensitivity of certain sectors to alter the factors of the macroeconomy. Schmalensee (1985) indicates that industry impacts robustly affect account profit.
Model
Where Q and ROA are dependent variables (performance of firm) in models, while α 0 is the constant of models. Independent variables are ownership concentration (COW) and insider. Others variables in two models are control variables, namely, size, leverage and sectors, and ε -Error term.
Variables Measurement
The researchers, in the realm of corporate finance, have viewed a firm's performance as market value of the firm (Tobin's Q), where it reflects the value assigned by investors to a firm's assets. Demsetz and Villalonga (2001) , among others, used ROA as a measure of a firm's performance, as it measures what a management achieved in reality. Daraghma and Alsinawi (2010) , among others, however, have used both of them to measure the performance of a company. The researchers follow Haniffa and Hudaib (2006) , who used both measures to gauge the performance of a firm. Table 3 clarifies how the proxies used were computed in this study.
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International Journal of Business and Management Vol. 9, No. 12; When they examine the relationship between performance of firm and ownership structure, researchers usually address this issue as a tool of governance. Demsetz and Villalonga (2001) studied this relation to examine the top five large shareholders and insider ownership of management and board directors. Also, Haniffa and Hudaib (2006) , did the same. This study follows them by examining the effect of large stockholders and insider ownership on performance of firm in the context of Palestine. The researchers consider all who have more than 5% as large stockholders in order to understand the role of large stockholders. They did not take the top five shareholders because the law of Securities in Palestine does not specify an allowable ownership level for individual investors, whether domestic or foreign (MAS 2008) . This means that one owner or more can control the firm.
Also, another factor in this study they used is insider ownership. However, previous studies measure this variable as a former one (i.e., who own over 5% and they divide between management ownership and board directors ownership) (Daraghma & Alsinawi, 2010) . The researchers address this through gathering ownership of management and board members and treat those who own more than 2% for two purposes. First, ownership of management in Palestine is very small, and if a threshold of 5% is applied, they cannot obtain data for all firms, also taking in account that the firms listed until 2012 are 48. They obtained data for 31 firms only. In addition, previous studies argued that ownership of management helps in aligning interest between owner and manager; therefore, the researchers are interested to know whether ownership of managers helps in aligning interests of manager and owners of firms in Palestine. Despite that researchers argue that the convergence effect is at a certain point, then they may turn to the entrenchment effect, Chen et al. (2012) . It is worth noting that examining the nonlinear relation between managerial ownership and the performance of a firm is out of the scope of this study. Second, the researchers combine management ownership and director's member ownership, because, in Palestine, most members of the board represent their firm's board of directors, and it is expected that they monitor behaviour of management and care greatly about wasting the firm's resources, which may reflect positively on the firm's overall performance. Also, other studies combine these two elements as one when they studied the effect of insider ownership in Malaysia (Haniffa & Hudaib, 2006) and in the USA (Demsetz & Villalonga, 2001 ).
For the expected relation between performance of a firm and elements of ownership structure, the authors do not expect a specific relation between performance and concentration of ownership, because the studies that relate to this realm are very limited in Palestine. According to Naser and Said (2009) , their study was the first that addressed this issue. Also, the large stockholder could have a positive effect due to their role in monitoring management, which, in turn, reflects on using resources of the firm more efficiently. On other hand, they could exploit their power to effect on decisions of the firm so that those decisions serve their interests at the expense of small stockholders, therefore, it is expected that a relation should be positive or negative. However, for the relationship between insider ownership and a firm's performance, it is expected to be positive. Daraghma and Alsinawi (2010) found a positive relation between managerial ownership and ROA as a measure of performance of a firm, and Ahmad (2010) also found similar findings in the banking sector in Palestine. Additionally, ownership of insiders helps to align interests between managers and owners of a firm, which reduces agency problems, and managers work with interests of shareholders. For control variables, size of firm, leverage and www.ccsenet.org/ijbm
International Journal of Business and Management Vol. 9, No. 12; membership of industry, the researchers expect firm's size to have a positive effect on performance, as large firms are capable of diversifying their risks, thus, this reflects positively on their performance (Ghosh, 1998) . For leverage, they expect the relation between debt and firm's performance to be positive, negative, or have no relation. Daraghma and Alsinawi (2010) did not find the effect of debt on performance in Palestine, and Harasheh and Nijim (2010) indicate that long term debt is less used in Palestine. However, other studies outside show a positive effect due to the important role of debt in alleviating discretionary of managers over free cash flow and their motives to participate in less optimal activities (Jensen, 1986; Stulz, 1990) . Also, debt coerces management to expend fewer perquisites to avert bankruptcy, loss of control and loss of reputation (Grossman & Hart, 1982) . Haniffa and Hudaib (2006) , Demsetz and Villalonga (2001) and Omrana et al (2008) find effect for industry on performance of a firm, and it is expected that the relation between sector and a firm's performance to be a positive one, because performance of firms may rely on the sensitivity of certain sectors to alter the factors of the macroeconomic. This, particularly in Palestine, may be apparent for changing the political situation, and other factors that effect on sector more than others. For example, non-regulated sectors, such as the industry sectors depend on raw materials that must be imported by Israel ports, and if it prevented the imports, then the company will be prone to loss. It is true that regulated sectors, such as banks, will also be effected (provided loans will be effected, i.e., be less) by those factors but not like others. The researchers use dummy variables for sector (one if the firms belong to regulated sectors, otherwise zero). Note. Skewness of absolute value of less than 1 is the acceptable range, according to (Hair et al., 1998) . Note. *Correlation is significant at .05(2-tailed); **Correlation is significant at .01(2-tailed). Table 4 shows the descriptive statistics of the variable. The average of leverage, Q, and ROA are found to be 9945%, and 0307% respectively. The mean of concentration ownership (COW) is 3371%, with a minimum of 10% and a maximum of 58%. The average of insider ownership (management and member of the directors of board) is 23.81%, and they own a minimum of 5% and a maximum of 50%. The mean of nature log of assets is 7.7174, with a minimum of 5.52 and a maximum of 9.50. Table 5 shows the correlations of coefficients for all variables employed in this study. As demonstrated in Table 5 , the problem of multicollinearity is not a main concern in this study.
Results
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International Journal of Business and Management Vol. 9, No. 12; Note. ***P <0.01; ** P < 0.05; *P < 0.1. Table 6 shows the regression findings for the influence of ownership structure on the performance of a firm. As shown in Table 6 , the relation between concentration ownership (own more than 5%) and performance in both measures (ROA and Q) is negative and significant. One explanation could be due to the lower level of information disclosure and transparency by Palestinian listed firms. In this sense, available data about firms may be not enough for investors, particular minority stockholders, which may reflect negatively on their assessment of share values. According to Abdelkarim and Alawneh (2007), ownership concentration effects the level of information disclosure and transparency by Palestinian listed firms, which, in turn, negatively affects governance practices. This implies that large shareholders in Palestine expropriate wealth of minority stockholders through controlling the decision-making processes, and direct it to serve their own interests. This may be true in the absence or weakening representation of the effect of small shareholders on board of directors, and also in the absence of protection by law for minority shareholders, where the Indicators of The Worldwide Governance (WGI) shows that the role of the law Indicator between 2008-2012 is 32%-46% (ranges from approximately -2.5 (weak) to 2.5 (strong)). Other Indicators are in the same range (corruption index is -1.15%-78%; Government Effectiveness is 32%-78%; Regulatory Quality is 59%-62%)). Furthermore, the negative relationship proposes that a firm's performance is better with more dispersed ownership structure, as argued by Pound (1988) . Concentrated shares in the hands of large stockholders may result in ineffective oversight due to conflict of interests and exposure to high risk, as proposed by Demsetz and Lehn (1985) . This result is in line with the prediction of the hypotheses of the entrenchment effect. Also, this may be more obvious in countries such Palestine, where the legal protection is weak for small stockholders, and in light of ability and incentive of large shareholders to exploit resources of a firm to serve their interest at the expense of minority stockholders, where the last one does not have any tool to effect the decision of a firm or stop it. Therefore, there is a significant relationship, and based on the presented argument, it found a negative relationship instead of a positive one, due to the aforementioned reasons.
Testing of Hypotheses
In addition, a comparison of our results with former studies will make it more reasonable. The findings of the study are in line with former studies. Naser and Said (2009) point out that ownership concentration has an inverse relation with performance of Palestinian firms (measured by Q) during the period of 2003 -2006 . Demsetz Villalonga (2001 found a negative relation between five large shareholdings and US firms performance (measured by Q). Haniffa and Hudaib (2006) , in the context of Malaysia, point out that a large of stockholders are related negatively with market performance, but there is a positive relation between shareholdings of the top five shareholders and performance of firms (ROA). This positive relation (based on accounting performance) is opposite to results of market performance, meaning that concentrated shares in the hands of the top five stockholders render important motives for convergence between managers' interests and stockholders in Malaysia, leading to a firm's good performance, as suggested by (Li & Simerly, 1998) .
However, the findings of the current study are inconsistent with Shleifer and Vishny (1986) , Tsionas el at (2012) , and Lambertides and Louka (2008) . Tsionas et al. (2012) points out that the relationship between concentration ownership and performance is positive in the shipping industry. Also, Omrana et al. (2008) found a positive effect for ownership concentration on market performance for four Arab countries (Egypt, Jordan, Oman and Tunisia.). Pathirawasam and Wickremasinghe (2012) found no significant relation between ownership concentration and performance (ROA) in Colombo. Also, Omrana et al. (2008) found no significant relation between ownership concentration and performance (ROA and ROE).
International Journal of Business and Management Vol. 9, No. 12; For another factor of ownership, the findings indicate that insider ownership has a positive significant relation with both measures (ROA and Q) of a firm's performance. This is in line with prediction of alignment hypothesis, Jensen and Meckling (1976) and Fama and Jensen (1983) , who imply that shareholding of insiders (management and members of board directors) helps to align interests between shareholders and managers, which reflect on their behaviour in running the firm so that they follow maximization of the firm's value (e.g., follow less risky strategies, investing in projects that have a positive net present value, and lead to an increase in performance, as less resources are wasted) rather their own interest. Also, a positive relation between insiders ownership and performance of a firm could be considered as a suitable tool of corporate governance in the context of Palestine, where shareholding by insiders who seem to grasp the nature of business better, are familiar with internal policies, have good knowledge and appreciation of the running of the firm, which enables them to make decisions that are in the interest of maximizing the firm's value, and their position enable them to doing so, rather than engaging in opportunistic behaviour, as the benefits from the decisions, in addition to stockholders. Also, shareholding by insiders may be considered an incentive for them to increase the firm efficiency, which eventually leads to reduce the conflicts between management and owners of firms about using resources. Ahmad (2010) reported that, in the banking sector in Palestine, increasing inside ownership by 1% causes an increase the ROA by 4.76%. Bahgat and Bolton (2006, p. 7) indicated that an independent board or members of the board with appropriate shares will have a motive to make effective oversight on important firm decisions, thus the "board independence or ownership can be a good proxy for overall good governance". In Palestine, board members mostly represent their firms on board. Accordingly, they performed good monitoring for managers decisions, as proper decisions will effect directly on their stakes.
In addition to that, current results agree with several previous studies, and contradict with others. Ahmad (2010, p. 69) found that managerial ownership has a significant positive relationship with the performance of banks in Palestine, and the results are also consistent with the findings of Daraghma and Alsinawi (2010) , which indicate that managerial ownership positively affects the performance of firms in Palestine. Demsetz and Villalonga (2001) found a positive relation for managerial ownership and performance of firms on a sample of US firms, for both regulated and non-regulated firms. Chena et al. (2012) found, in Taiwan, a positive effect for management ownership on performance (managers and directors holdings) in the hotel sector. Maseda and Arosa (2011) found support for alignment effects in Spanish family firms. However, the results contradict with Haniffa and Hudaib (2006) in the Malaysian context, which find no significant relation between insider ownership and market performance. Their findings claim that accounting performance is negative, which is inconsistent with the results of this study. Haniffa and Hudaib (2006) argued that shareholding of managers is unsuitable as a tool of corporate governance in Malaysian context, because managers follow more risky strategies that maximize their personal interest rather than stockholders' interest. This leads to lower results of accounting performance, as proposed by Himmelberg et al. (1999) .
For control variables, the results show that size of firm is positively related (p<0.1) with performance. This implies that, when a company becomes large, its capability to produce returns improves. This results with the prediction of the theory of micro economic of economics to scale. Moreover, the findings agree with Ghosh, (1998), Chhibber and Majumder (1999) , Kuntluru, Muppani, and Khan (2008) , Omrana et al. (2008) and Pathirawasam and Wickremasinghe (2012) . The leverage is found to have no significant relation with market performance. It is worth noting that long-run debt is less used in Palestine (Harasheh & Nijim, 2010) . In addition, there is no bond market (Daraghma & Alsinawi 2010) . Also, Daraghma and Alsinawi (2010) found no effect of debt on performance in Palestine, implying that debt is an external mechanism of monitoring and is ineffective in the context of Palestine. The results are inconsistent with Haniffa and Hudaib (2006) , who found that gearing has a positive effect with market performance. The variable of sectors were found to have a significant (p<0.05) relationship with market performance, and this in line with the industrial effect hypothesis (Schmalensee, 1985) . This implies that, in Palestine, regulated firms performed better than unregulated firms. Haniffa and Hudaib (2006) indicate that the trading sector performs better than the industrial sector. Demsetz Villalonga (2001) found a different relation between sectors and market performance, and indicates that media sectors are positively related with the performance, and with financial sectors negatively. Omrana et al. (2008) found, in four Arab countries, that sectors have a significant relation with performance (negative for financial sector and positive for manufacturing).
Summary and Conclusion
This work further empirically investigates the relation between ownership structure and performance of a firm. Extant studies by Daraghma and Alsinawi (2010) and Ahmad (2010) , found that managerial ownership significantly and positively affects a firm's performance, and Naser and Said (2009) Vol. 9, No. 12; ownership to significantly impact the performance of a company, and motivates this work. The results of this work have useful and practical implications. The results are beneficial for investors, particular individuals who do not have sufficient knowledge or resources to conduct a study to evaluate a firm, where they use nature of ownership structure of a firm as an one of the indications to evaluate the firm's performance, as the concentrated ownership has a negative effect on the performance. According to Abdelkarim & Alawneh (2007) , the level of information disclosure and transparency is low in Palestinian listed firms, and it affects negatively governance practices, while the ownership of insiders has a positive effect on performance of a firm through aligned interests between managers and shareholders for firms in Palestine. It may beneficial to promote ownerships of insiders (management and members of board), as it has a positive effect on its performance. Researchers argued that this may convert from alignment effect to entrenchment effect at a certain point of shareholding of insiders, because they are able to control a firm's decision, and, at this time, they may follow their own interest rather than firm value maximization, and try to reduce concentration of their ownership structure, which, in turn, may send messages to the minority that its right will not expropriate by majority in light of weak protection law for minority rights in Palestine. As a result, confidence of investors increases, which reflects on a lower cost of capital. Based on the above, the results of the current study propose that the future policy makers and authorities in Palestine should ensure more minority shareholders' rights through issuing or modifying regulations, such as a limited ownership of an individual firm to prevent someone or some group from controlling the firm, as current the law of Securities does not specify the allowable ownership level for an individual investor, whether domestic or foreign (MAS, 2008) . As such, an action may enhance an effective corporate governance system, whether within an individual company, or across an economy as a whole (Abdelkarim & Alawneh, 2007) (that ownership concentration effect on information disclosure and transparency, and that have a negative effect on governance), thus encouraging investors to provide capital for firms, as good corporate governance ensures to employ resources more efficiently. Consequently, this supports economy growth. Also, taking into account that Palestine is under established, and the equity market is considered an important source for financing firms in order to expand their activities, which helps to advance the country and create more jobs. Also, in Palestine, a bonds market is not available. This task is not easy because legal protection of investors is low, and in light of ownership concentration (La Porta et al., 2000) .
Limitations of Study
The findings of the current study may be subject to many limitations that could be suggestions for future studies. First, because of the unavailability of data about institutional investors, and the nature of investors, whether local, foreign or family, only two variable of ownership structures were considered in this study. Thus, future researches may want to consider other components of ownership structure variables, such as institutional ownership and kinds of those institutions. If future studies have access to this information to test the effect of elements of ownership on the performance of a firm, where they are expected to have a role in monitoring managers (institutional ownership has ability and incentive to monitor management due to their shareholding), which may have a positive effect on performance. Foreign investors could also bring some experience (monitor management) from their country, which positively contributes to a firm's performance.
Second, this study used OLS regression to examine the relation between ownership structure and performance. Therefore, future studies may use 2 OLS regression models (instrument variable) in order to address the endogeneity issue (i.e., relation between managerial ownership and performance), as suggested by the literature. Managerial ownership may be affected by performance, because managers are able to access to information and modify their ownership according to performance, and, at the same time, their ownership affects the performance of firms.
Finally, a simultaneous equations framework to test the non-directional relation between managerial ownership and a firm's performance was used (Agrawal & Knoeber, 1996) . The role of managerial ownership turns after a certain point from an alignment effect to an entrenchment effect. Thus, future studies may use different cut-point off to test the effect of managerial ownership on performance.
